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" count almost complete, clear that Jusceliﬁoj

In 3 October presidential election, wi§h

Kubitschek has won presidency ind Joao

A.

Goulart the vice-propid-ncy by&s-al

-_doliv:r 4-500 000 votoi).

bU\‘@‘UWﬂ 1M A (

. zi

nrunun ubor mrty“m 4
Were ulso support!d br“tyﬁﬁ?elt0 
parties, plu thc nu-»ornuud m

outlaved (-1nco"47) 120 000 atron;

Communiat.Party (estinatod nblg to

1. Kubit-chok. but not aoulsrt, ulso L+
supported by right-ving lepublican

Party.
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A.

‘Supporters of Tavora have been re-
ported planning such court chailenget
However, Chief Justice of Superior

Electoral Court--official vote cou@t'
~-stated on 20 Octobor, "eloctdon
onJ.y be challenzod b 4 nu-bcr of votes
unt:l.onod in clurgo- ot mozulurities»
S ’cmmnmd- to mbdr by 'htch a cand_;
date hli won,*

25X1

25X1 ha.n of m{k vmor were

trutly roducud, ut lout as regards
A ‘tubxt-chok.

III. Prospects of coup b! -uitury to prevent
g _ inauguration of pair (in Janv'ﬁc), once

*. deened probable, now also uninc

A. Strong, long-standing opposition of
" military to Kubitschek and Goulart ,
is based on ties of both to late Presi- B
dent Vargas and his Bupporters.
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record as Vargas' Minister of Labor

(June '53 to Freb '54, when ousted by

military pressure) during which time h;
1, Cooperated uth Communists to !
toutcr dnolop-ut of lnbor as -

“fe

a pontial tmo.

'cak ludouhip.
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militery coup. |

4. These elements include:
1. Leading figures of losing politi-

cml pnttio-,

3. ncubnt pﬂlunt c:to rnho.

cortaluly take off&cc as tchadnlod.

.
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the armed forces will watch the new
administration very closely for any
missteps that threaten national
stability.
Besides this threat, Kubitschek's adminis-
tration faces several pr.-aing problo-s

4tho chﬂot ono-uintlution and forct:u Qx-

RER & AF- - JNT ) - )

change -horta;.l..tho crucial potrqlcunM,
qnostton; iidgi!inally, the n.v uﬂllnintrlz
tion's relatipas with the splintered
Brasilian Congress. - o
a. A- to inflation, the cost of ltvinc in
Rio has more than trebled since 1948.
1. Brazilian inflztion hag been fostex
ed since 1947 by a combination of
government deficits and expansion
of credit,
2, Lag of wages behind prices during

this time was largely met in July

'54 when minimum wage was doubled.
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4., Since then, however latior's gain
largely erased by further price
rises, and workers restive.

B. As to foreign exchange, Brazil's eco-~

T BOTE T

nomic grovth depends upon its capacity
to import ncccésnfy capital goods and 2
raw natoéials;uand this capacity is ;
limited by the volume of nrasil;an

exports.

1. Coffee -ako- up sbout t-o thirds i
of oxpovt., toduy'- hi;h pwicon ’l
for cortoo nllitoly;to conttnuo. ig

2. Also, to lllov ncodod 1nport- to %
be pnrcha-od chonply. official ﬁgq

ok

-

rate ot"tho‘cruzetro has thn
maintained at artificially high
level.

3. This overvaluation of the cruzeiro
hass weakened competitive position
of other RBrazilian exports.

6
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4. MNet deficit on investment account
nas also added to Brazil's. foreign
exchange problem--in 1954, as
follows:
RECEIPTS ' _ PAYMENTS
Vew | o Investment .
Investment $69 millioa. ;IAthdr§'n 878..
Received _ 7 milliem ';“ut“”' LIS

m -n“un_ ,
Het deficit gm mutnutdmm-t.
$141 million, ..
5. “Ia iwu;.j’;ﬂ

gation m :z buuou.
C. Petrolemm problem asother open sore

in Brazilian economy.
1. '54 consumption aversged. 160,000

barrels per day (an 84% increase

over '50).

T -
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g 2. PBrazil's own domestic output meets
:

less than 2% of demand.

BT BT T

3. O0il imports in '54 cost about
3250 million (one-third of Brazil's

: dollar earnings).

|- D. At least $1 billion would be needed

: to develop Brazil's potential

 petroleun Nmm-to mest preseat
' "'.1 m thu._ over s'loo -uxm mu

| mmu ;loui'umt ;rfm -oh
" nn oxpum
Bver 1f !orotgn capital partici-
.patod ‘volume output would probtbl?{
" not be roached for anothcr fivo-toné

years.

At present, foreign petroleum canpaniesf
in Brazil are restricted to distribu-

tion and marketing, while petroleum ex-
ploration and defelopment legal monopoly

of PETR!DBRAS (established by 1953 law).
. -
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“hls 1s a government (majority) -

private capital (minority) corpora-

tion, in which native Brazilians
2lone may invest.
a2, Whole qn;-tion of exploitation
Braxil's oil rilouryo- is hot ]
political iseve. T

solid -npport ln Coagro'o. bocau-o,
oven in presidentisl campaign,

"supporting" parties were divided,

3. Kubitschek's Primary support (P=ED)
was about 859 for him, while

Goulart's party (PTB) was far more

badly divided. o

v st mEA Lt il T
TR e A 3‘“ Sde] Bl SIBC A . A
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will stay until '58., Kubitschek's :

major congressional problem may arise |

over status of Goulart.
1. Xf mbttachok gives Goulart free
‘hand to coopouto v:l.th cmaut-;

_pro=- «- ntt-mlm -lm“ are
nmmt ‘sad behave- -sccordingly.
In out belief, antie outweigh ""°",

Ao ‘!v'ih‘;m T_ i

VvI. Based on what we know of Eubitschek, weo

expect that he will follow these policies:

-10-
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4. On the economic scene, Kubitschek's i
long-~range soiution to problem of
inflation likely to be stepped-up
expansion of production.

1. His governorship of linn- Gerais .
* ' (1%1-55) was urkod b! omxw
?; | | . coamtructm o! ponr twuitm.'

é! bnudm mda, mm :
lrnu' udoquu uﬂ.uy mtu‘-_

_pruduciu Bnore cloctricity. ltool,

9
™
P

| sluminum and fertiliser, =dded that

program will require saoq million

in equipment over the next five

years, mostly from Us.
~11-
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holicy of austerity to help

finance economic expansion, in-
flation will almost certainly con-
tinue, snd hulu_tco of Payments
probles nat 1tkely to improve

e B

#

!hln oa I8 Mtum, addiu tnt
was oaly 6iuatiy which could be of
msnitfqnéo'to hi; in his economic

plans,

C. Kubitschek will slmost certainly attept]
' to continue Brazil's traditionally

~close ties with the US. ti
~12- !
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Rag At

+. He will probably cooperate wilh Li":e%f
US on major international political 1
igsues in the UN and the OAS.

2. In return, he will expect US

sssistance for his development

FTOCT"-

it i ol

2
.

“the

yrwem TR

A "j,.tge-uut.-aumtod slogen,

it

. ..! - otl ie our..“ is popular throught-i
. cut Brasil.

3. Bat Eubitschek statementis have im-
pliied he will use other moans to
' develop Brazil's oil 1f Petrobras
| fails to prove itself 1in year's

time, 13
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&, To avoid politiéai risk of

attempting repeal of Petrobras
law, he may instead seek to by-passg
1t.
E. Because economic probisms outshadow
all others, new govdrnuant'- dbtions
_on Commusiet Problem’ lmly m.,ivo

V'ilow priority'

of possible poraonal princlpie. 3
3. Told Dunm on 18 Qot that. despite %g
Communiste' support during campaigd)

he has no commitmeonts to them.

~1d-
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4. Further stated that as CONEress-—
man from Minas Gerais, had voted A
to outlaw Commies in '47 and still §

felt -u-d way.

8. Pointed out he was "pr.oticlyg

Catholic,™ which entails lnttf

CO-nnlsn.
cowcludcd vu;h mmt ot’m?[

-
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